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Figure 2. Optimal Tax Schedules
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η  = 0  
η  = 0.5
η  = 1  Table 1: Numerical Simulations with redistributive tastes parameter n = 1.
Guaranteed Average  Average Break- Average  Unem- Guaranteed Average  Average Break- Average  Unem-
Income M.T.Rate M.T.Rate Even M.T.Rate ployment Income M.T.Rate M.T.Rate Even M.T.Rate ployment
Level  $0-$6K $6K-$15K Point $30K+ rate Level  $0-$6K $6K-$15K Point $30K+ rate




PANEL A: Intensive Elasticity for low incomes e e L = 0  
h = 0 $11,600 82 90 $14,100 42 15.6 $10,500 85 92 $10,700 31 15.7
h = 0.5 $7,700 7 84 $12,900 46 11.8 $6,900 15 87 $14,600 34 13.5
h = 1 $5,400 -23 71 $17,000 48 2.6 $4,300 -23 76 $13,800 35 2.9
PANEL B: Intensive Elasticity for low incomes e e L = 0.25 
h = 0 $9,900 83 67 $14,300 46 15.2 $8,800 85 69 $11,400 34 15.3
h = 0.5 $7,300 37 60 $12,900 49 13.8 $6,500 42 64 $10,300 36 14.2
h = 1 $4,500 -8 51 $16,800 50 2.5 $3,500 -7 55 $14,400 37 2.8
PANEL C: Intensive Elasticity for low incomes e e L = 0.5  
h = 0 $8,800 78 56 $14,400 48 15.0 $7,800 80 59 $11,800 35 15.0
h = 0.5 $7,000 45 50 $13,000 51 13.9 $6,200 51 54 $10,900 38 14.0
h = 1 $4,000 -2 42 $16,700 51 2.3 $3,000 0 45 $10,100 38 2.5
Notes: Simulations performed using redistributive taste parameter n=1. No income effects included.
Middle-High Income Elasticity eH  = 0.25 Middle-High Income Elasticity eH  = 0.5Table 2: Numerical Simulations with varying redistributive tastes
Guaranteed Average  Average Break- Average  Unem-
Income M.T.Rate M.T.Rate Even M.T.Rate ployment
Level  $0-$6K $6K-$15K Point $30K+ rate




PANEL A: Low Redistributive tastes parameter n n = 0.25
h = 0 $5,500 68 47 $9,600 27 14.6
h = 0.5 $1,900 12 34 $8,500 30 7.7
h = 1 $540 -5 25 $8,300 31 2.7
PANEL B: Medium Redistributive tastes parameter n n = 1
h = 0 $9,900 83 67 $14,300 46 15.2
h = 0.5 $7,300 37 60 $12,900 49 13.8
h = 1 $4,500 -8 51 $16,800 50 2.5
PANEL C: High Redistributive tastes parameter n n = 4
h = 0 $12,900 92 81 $17,400 62 16.0
h = 0.5 $11,800 69 79 $16,800 63 26.0
h = 1 $11,200 54 79 $16,600 64 27.2
Notes: Simulations performed using low income intensive elasticity eL = 0.25 and high income elasticity eH = 0.25.
Elasticity eH  = 0.25, Elasticity eL  = 0.25Table A1: Empirical Earnings Distribution Calibration
Income  Density weights
Levels (in percent)
(1) (2)
$0 14.2
$2,000 3.3
$4,000 2.7
$6,000 2.8
$8,000 3.0
$10,000 4.8
$12,500 5.2
$15,000 6.5
$17,500 4.7
$20,000 8.2
$25,000 9.8
$30,000 16.4
$50,000 14.5
$100,000 3.9